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Go, Fight, Win 
 

Sales made by:  
 

Texas school districts & public schools. 
Sales tax exempt nonprofit schools. 
Bona fide chapters of a school. 
PTA/O & same purpose organizations. 
Booster clubs. 

 



Sales Tax 

 Nonprofit that sells taxable goods or services must 
obtain a sales tax permit and collect and remit the 
sales tax.  
 

 Selling entity is a retailer or seller  and responsible to 
collect, report and remit the tax. 
 

 Sales of tangible personal property are taxable unless 
an exemption exists for the item.  
 

  If a sale is made for which an exemption is not 
available, then tax is due. 



School Exemption in Tax Code  
(payment of sales tax on purchases) 

 
 Section 151.309 

Texas school districts and public schools  
Automatically exempt 

 
 Section 151.310 

Nonprofit private schools 
Must apply for exemption 

AP-207 Educational Organization 
 

 



Bona Fide Chapter of a School  

Group of students organized  for activity 
other than instruction or tax-free sale. 

Student groups recognized by school. 
Organized by electing officers, holding 

meetings and conducting business. 
No limit a school may have. 
Approval not required by Comptroller. 



Bona Fide Chapters Include  

 Whole grade levels (senior class, 
sophomore class). 
 Student council. 
 Science club. 
Spanish club. 
 Drama club. 



Not A Bona Fide Chapter 
 
Department of a school. 
Fund, account or other accounting 

function (example: activity fund). 
Class for instruction. 
Non-student organization 

(PTA/PTO, booster  club). 



PTAs and Booster Clubs 
 

 



PTAs 

Organizations with same purpose  
     (PTO /PTSA/PTSO/PFO). 
Independent PTA. 
Affiliated PTA. 
 

AP-207 Educational Organization 
 



Booster Clubs 
    

Booster clubs and similar organizations 
 

AP-204  Federal Exemptions 
 



 Texas Exemption Certificate  
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
  

 
FORM 01-339 (back) 

 

 
The exemption certificate does not 
require a tax number to be valid. It 
does require a valid reason for the 
exemption. 
 

Sales Tax Rule 3.287 
 

 





Federal Income Tax Information  

Contact IRS for federal income tax 
exemption information.  
Publication 557. 
www.irs.gov. 
Donation may or may not be income 

tax deductible. Ask IRS. 



State Tax Information  
 
Application for state tax exempt status 
exempt.orgs@cpa.state.tx.us 
(800) 252-5555 Tax Assistance 
http://window.state.tx.us/taxinfo/exempt/

index.html 



 



 
 

 Insert shot of  Texas Taxes page 



 
 
 

 Insert screen shot of Exempt Orgs page. 





 
 
 

 Insert screen shot of Exempt Orgs page. 



 
 

 
SALES 



The #1 and #2  Questions  
 

 

Fundraising Companies… 
 

Whose Sale Is It? 
& 

What About the Tax? 



Fundraising Companies 
Sales Tax Rule 3.286(d)(6)  

 Nonprofit acts as sales agent for a profit 
fundraising company; 

 Uses fundraising company’s marketing 
materials (catalog, brochures, sales form, 
website); 

 Fundraising company coordinates the 
fundraising event; then 

 Fundraising company is the seller.  (cont’d) 

         
                                                             



Fundraising Companies 
Sales Tax Rule 3.286(d)(6)    (cont’d) 

Fundraising Company 
 

 Has ALL tax collection responsibility; reports and remits tax to 
Comptroller. 
 

 Instructs nonprofit on how to collect tax. Does not charge the 
nonprofit organization sales tax. 
 

 Cannot accept resale or exemption certificate from nonprofit. 
 

 May price taxable items tax included or collect tax on sales price. 
 

 Local tax is based on location of nonprofit organization. 
                                                                                  (cont’d) 



Fundraising Companies 
Sales Tax Rule 3.286(d)(6)    (cont’d) 

Nonprofit Organization 
 

 No tax responsibility other than to forward tax 
collected to fundraising company. Sales not included 
on NPO’s  sales tax return. 
 

 Does not issue exemption or resale certificate to 
fundraising company. 
 

 Does not count against one-day, tax-free sale day. 
          
        (cont’d) 

 



Fundraising Companies 
Sales Tax Rule 3.286(d)(6)    (cont’d) 

Calculating the Nonprofit Organization’s Share 
When the Tax is Included in the Catalog Price  

 
Taxable item sells for $11 including tax. Tax rate is 8.25%. 

 NPO gets 50 percent profit for item sold. 
 

$11 / 1.0825 = $10.16 (tax base reported by fundraising company)  

 
$11 - $10.16 = $0.84 (sales tax reported by fundraising company) 

 

$10.16  x  .50 = $5.08 (nonprofit organization’s share) 
                                                                                            (cont’d) 

 



Fundraising Companies 
Sales Tax Rule 3.286(d)(6)    (cont’d) 

Calculating the Nonprofit Organization’s Share When 
the Tax is Not Included in the Catalog Price 

 
Taxable item sells for $11. Tax rate is 8.25%.  
NPO gets 50 percent profit for item sold. 

 
$11 x .0825 = $0.91 (sales tax reported by fundraising company)  

 

$11    (taxable sale reported by fundraising company) 
 

$11.00  x  .50 = $5.50 (nonprofit organization’s share) 



 
 
 

Your Sales 



 
 

Two Tax-Free Sale Days 
Sales Tax Rule 3.322(h)(2) 



Two Tax-Free Sale Days 
   Qualifying educational, IRC 501(c)(3) or 

(4) organization and bona fide chapters 
may: 
 Hold 2 tax-free sales days/calendar year, 

with each day 24 hours only, 
 Can be back-to-back days for 48 hours, 
 Designate tax-free in advance,    
Notify customers of tax-free sale. 
         (cont’d) 

      



Two Tax-Free Sale Days (cont’d) 

 Items for $5,000 or less (can exceed if not 
sold to donor or manufactured by 
nonprofit), 

Count as a joint sale for both groups, 
Can’t collect the tax and keep it under the 

“tax-free sale” provision, 
 Issue resale or exemption certificate to 

purchase taxable items for resale 
   (Form 01-339). 
Records and reporting. 
         (cont’d)                 



Two Tax-Free Sale Days (cont’d) 
 
Advanced orders, pre-orders/pre-sales, 

orders taken over a period of time with 
delivery at a later date. 
Surplus inventory. 
“Sold out” items. 

 



 

Meals and Drinks* 
(including candy and soft drinks) 

Sales Tax Rule 3.293(g) 
 
*Nonalcoholic beverages 



Meals & Drinks 

School district, elementary or secondary 
school, bona fide student organization 
or  PTA/PTO does not collect tax on 
meals, food or drinks if: 
 sold during the regular school day, and 
under agreement with proper school 

authorities. 
                                                  (cont’d) 

     



Meals & Drinks         (cont’d) 

PTA/PTO and booster clubs (groups 
associated with school) do not collect 
tax on meals, food or drinks if: 
organization’s fundraising drive, and 
net proceeds go to group for exclusive 

use. 
 

         



 
 

 

Amusement Services 
Sales Tax Rule 3.298(g) 



Amusement Services 
 

 Amusement services are exempt if nonprofit - other 
than IRC 501(c)(7) - provides and does not benefit 
one individual. 
 

  Nonprofit may hire a for-profit to “produce” the 
amusement if nonprofit held out as “provider” in 
brochures, flyers, tickets, ads, etc. 

 
(Comptroller Rule 3.298) 

                                 (cont’d) 



Amusement Services (cont’d) 
 
 

Amusement service also not taxable if held at: 
 

 Texas Historic Landmark 
 

 National Register of Historic Places 
 
 



 
 
 

Exempt Writings 
Sales Tax Rule 3.299(d) 



Books and Writings 
 No sales tax on writings published and 

distributed by nonprofit religious, 
philanthropic, charitable, historical, scientific 
or other similar organization. 

 Exemption does not include schools. 

 No tax on printed reading materials, 
audiotapes, videotapes, computer disks  

  Include tax on items that primarily serve other 
purposes (bookmarks, clothing, posters). 
 
 



 
 

 
Nontaxable Items and Services 



Intangibles 
   No sales tax on the sale of intangibles: 
Gift certificates. 
Gift cards. 
Passbooks. 
Buy one get one free coupon books. 
Raffle tickets? Beware! 
http://www.oag.state.tx.us/index.shtml 



Nontaxable Food Products 
Boxes of fresh fruit. 
Frozen cookie dough, pizza, bread. 
Mixes to be prepared at home (e.g., 

soup, dessert, bread, dip, pancake). 
Meat sticks, cheese spreads, cheese ball. 
Bottled sauce, salsa, jelly, syrup. 
Caution: kits and gift baskets. 

Sales Tax Rule 3.293 



Exempt Baked Goods 
     
   Bakery products are exempt unless sold with 

plates or eating utensils. 
 Pies, cakes, cookies, doughnuts, pigs-in-a-

blanket, biscuits, bagels, baked goods with 
ingredients baked inside. 

 Eating utensils include plates, spoon, knife, 
fork. 

Sales Tax Rule 3.293(b) 



Annual Food Sale 
   All volunteer nonprofits may hold tax-

free food sale if: 
Not professionally catered, 
Not held in a restaurant or hotel, 
Not in competition with a retailer & 
Food prepared by group’s members. 
No alcoholic beverage sales. 



Magazine Subscriptions   

   Magazine entered as periodical class 
mail & sold for 6 months + are 
exempt.  Single issues and 
subscriptions less than 6 months are 
taxable, unless an exempt writing. 

   Sales Tax Rule 3.299(b) 



Nontaxable Services 
  

Carwash. 
 Pet sitting or walking. 
 Baby sitting.   
Face painting 
Cosmetology services. 
Advertising space.   
        



Annual Sales Tax Holiday 

 Dates Change Annually 
Most clothing & footwear under $100  
Backpacks for elementary/secondary 
Specific school supplies    
  Not computers or computer bags 
Pre-packaged  school supply kits may 

qualify 
  Sales Tax Rule 3.365   



Donations 
Donations not taxed, but take 

care in giving an item for the 
“donation” (baseball cap = 
donation amount). 
 
When is a donation a “sale”? 



Did you know? 
 

Anyone may purchase taxable items tax-
free with exemption certificate to donate 
to exempt entity [151.309 and 151.310 (a) 
(1) & (2)], but not use first (e.g., purchase 
and donate musical instruments to a  
school). 

Seller may donate unused inventory. 
 

Sales Tax Rules 3.287(e) and 3.285(e) 



 
 
 

Sales Tax Permit 





 



Texas Resale Certificate 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
  

 
 

 
• Issue resale certificate when nonprofit organization  

purchases merchandise for resale. 
 

• Tax is due if you don’t resell, but use the item. 
 

• Number must consist of 11 digits that begin with a 1 or 3.  
The 9 digit Federal Employer Identification (FEI) 
number or social security number not acceptable 
evidence of resale. 

 
                        Sales Tax Rule 3.285 
 

                                                                                                                             





 Texas Exemption Certificate  
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
  

 
FORM 01-339 (back) 

 

 
The certificate should be issued to 
the supplier. Do not send the 
completed certificate to the 
Comptroller of Public Accounts. 
 

Sales Tax Rule 3.287 
 

 





 
 
 

Tax Collection 



 
   Texas Sales and Use Tax             

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
  

• State sales and use tax rate is 6.25%. 
 
• Local taxing jurisdictions (cities, counties, 
special purpose districts and transit 
authorities) may also impose sales and use tax 
up to 2% for a total maximum combined rate 
of 8.25%.  

 
• You will be required to collect and remit 
both state and local sales and use tax when 
applicable.  
 

 



          Collection of Tax               
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
  

 

• The rate to be collected is determined by the   
    place of business or event location.  
 
• The tax is collected on all items being sold that       
   are not exempt.   
 
• If you choose to include the tax in the sales price        
of the item, your customer must be told that the 
sales  tax is included in the price.  
   

 

  



Backing Out Tax on Tax Included Sales 

Use this formula to calculate the sales tax on tax 
included sales. 

 
Example: Taxable item sells for $11 including tax. Tax 

rate 8.25%. 
 

SALES PRICE DIVIDED  1. (TAX RATE) = TAX BASE 
SALES PRICE - TAX BASE = SALES TAX 

$11 / 1.0825 = $10.16  
$11 - $10.16 = $0.84 (tax) 

 
 



Filing Sales Tax Returns 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
  

• Returns can be filed in person, by mail, or via  
the internet.  “No tax due” returns can also be filed 
over the telephone.    
 
• Returns are due Monthly, Quarterly or Yearly  
 (based on qualifications) on the 20th day of the  
 month following the end of the reporting period.  
 
• Returns postmarked on the due date are   
 considered timely.   

 
 

 

 



Filing Sales Tax Returns 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
  

• You must file a return even if you do not get one in 
the mail. 
 
• You must file a return even if you had no taxable 
sales for the period and do not owe any tax.  
 
• You will receive an estimated billing if you fail to file 
a return.   
 
•Keep contact information current.  
 
•$50 penalty on late returns even if no tax is due. 
 

See Publication 98-918 – Late Filing Penalties 
 
 

 

 





 
 
 

Pop Quiz! 



 
 

Pumpkins 
Parking 

Poinsettias 



 
 

Gatorade 
School Supplies 

Programs for Events 



 
 

Garage Sales 
Day Camps 

School Pictures 



Helpful Information 
  Rule 3.286 Sellers/Purchasers Responsibilities… 
• Rule 3.293 Food 
• Rule 3.298 Amusement Services 
• Rule 3.299 Newspapers Magazines Publishers…  
• Rule 3.315 MV Parking and Storage 
• Rule 3.322 Exempt Organizations 
• Publication 94-183, School Fundraisers and 

Texas Sales Tax 
• Publication 96-122, Exempt Organizations 
• Publication 98-490, Sales Tax Holiday 



Contact Us  
  
Call: (800) 252-5555 
Email: https://www.window.state.tx.us/taxhelp/ 

Visit: www.window.state.tx.us 
 

Thank You! 
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